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*2o Section 402 of P<,L* 665 of the S3R& Gongreaa provides that ills proceeds 
from the sale for local currencies of surplue agricultural commodities 9 sh e ll he wed far 
the purposes of this Act end with particular emphasis on the purposes of the Agricultural 
Trade Development and Assistance Act of 1954 which are in harmony with the purposes of 
this Act 9 * these purposes refer to those Identified in para 1 above? Including Ho procure 
military equipment? materials? facilities* and services for the common defense 5 -, 

*3* She uses of the regular 1CA Counterpart proceeds? or in the case of Sores the 
deposits into the Cdleetion Account? are not identified as specifically in the Lav as are 
those under land 2 above* These deposits into the Collection Account are held in the name 
of the SDK and under existing agreements with the HDI nay be used for purposes a gr ee d in 
the CSBc Although P 0 Lo £65 does st&fc net specifically enumerate the uses to which salsa 
i proceeds from regular IGA financed Imports may be used* Mr* Robert Parker and 1 have read 
the Lav rather carefully and are of the opinion that these proceeds under the Lev may be 
used for any of the general purposes of the Act* Under Chapter 3 of the Act (relating to 
Defense Support) 3 the President is hereby authorised to furnish 9 .«« commodities? services? 
sad financial and other assistance designed to sustain and inorsese military effort ** 

"Section 502 of P*L 0 665 does enumerate certain uses of foreign currencies 
accruing from the sole of aid goods? but the language of this Section appears to be limited 
t ' to 4 the proceeds of sales made under Section 550 of the Mutual Security Act of 1951 *• The 
| latter Act was specifically repealed by PJU 665 0 It is of interest? however* to note that 
foreign currencies identified in this Section (Sec* 502) were authorized to be used far 
| providing military assistance to nations or mutual defense organizations eligible to re- 
ceive assistance under this dot 4 (me* ing here P*L* 665)o Although P 0 L* 665 is act fully 
definitive regarding the uses of foreign currency accruing from the sole of regular imports* 
there appears little doubt that these proceeds may be used for the purposes of the Act 
i which clearly Include 9 the providing of military assistance to nations or mutual defense 
organizations* friendly to the United States* 

®4c During ft 56? we received what essentially was s Unified Command instruction 
from Washington to allocate approximately 36 billion hwan for the support of the SMI 
military budget* The amount actually released for this purpose in support of the Ft 56 
budget we- 35*5 billion hum* I believe that all such releases have been fully in second 
with existing laws end administrative instructions* 

j 

! *5o As & natter of prinoiple* in the interest of promoting sound fiscal manage- 

I sent by the 8QK and of discouraging the inclusion of certain items in the BOE budget 
I which cur military advisors (FH09BAAG-g) do not consider appropriate Sr desirable and other 
| items which are considered to be excessive? we ha^e re c o mme nded to Washington that sales 
goods proceeds should not be used to finance completely say deficit la mili t ary and general 
budget proposed by the BQK for FI 57* If the RGK iaeists m a s h i ng such ex p a nd! tores* it 
should do so from its own resources; failing this* it should trim the budget to came within 
L available revenues including an appropriate allocation of funds from sale® goods pr oc ss d s* 


«fH0?MAA(r«I has estimated that the SDK may present s program of military ex- 
penditures during US FI 5? of approximately 95 billion bwea* An earlier estiaste* 2 or 3 
months ago* by the Ministry of Finance for this seme period was 66 billion bean* He heme 
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estimated that of the former amount (95 billion hwan) seme 48 billion bwan might be expect* 
to be funded from general HOE revenues end we hay* rso an aended that 41 billion laaa ho 
allocated from sales goods proceeds from PoL* 400 and Section 402 imports* This figure 
of 41 billion feu&n does not include the 6*5 billion hues from aid goods salsa proceeds re- 
leased in July to ecmplste the funding of the FT 56 BOX budget* In thee# proposals the 
indicated deficit in the FT 57 period might ha in the order of 6 billion bean (that la 
95 minus 48 minus 41)* 

*IX! 0 Senator KHeader 8 s third point that 9 the Aid Progra m should be re-studied with 
« view toward increasing private capital participation rather than socialisation of Korean 
economy 9 is in general a sound recommendation, although the innuendo is somewhat misleading* 
Our Policy Guidelines paper, which we sent to Washington in May, stressed strongly that 
the private sector of tbs investment program be substantially Increased is FT 57* There is 
general agreement among the staff of the M salon on tl&s point, sot only because* it repre- 
sents general 9*3* policy (as defined la the Aid legislation, administrative instructions 
from ICA, and the Presidential Directive establishing 0EC) but also because it will facili- 
tate Korean development by adding seme private funds to those provided through the Aid 
P rogr am s 

*Xt should be noted, however, that the mmgjjis upon public projects in the FT 54 
and FT 55 pw^yem# arose largely from two causes! (a) the urgent need for the improvement 
of railroads, increases in mlgctrlc power, the repair of roads and bridges, sad improved 
irrigation end flood control works, which. In their essential nature nr by reason of their 
being taken {mu' by the BDK Government as Tested Properties, were under G ov e r nment control 
and? (b) the industrial sectors, such as mining and manufacturing, which were most suitable 
for private investment were initially the responsibility of 0NKRA o 

m Oat program for FT 57 clearly will be less subject to Senator KUsndsr’s criticism 
than those of earlier years* According to press dispatches from Washington a few days ago. 
Stator Kilsnder expects to visit Korea, among other countries, following his tour of the 
Soviet Union j if so, we say look forward to an opportunity to discuss some of tbs above 
i sues with him!? 
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